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WinzEN Properties Inc. ("Winzen” or the “Company”
is a diversified real estate business engaged in
residential development, rental property investment,
property management and brokerage. The company
develops mid-sized residential properties and owns
and manages a portfolio of properties in the Greater
Toronto Area. Winzen owns two residential apartment

buildings containing 189 units; 44,500 square feet

of commercial/ industrial space; and residential
development land. The Company’s objective is to
increase the level of low-rise residential construction by
acquiring and developing multiple sites of less than one
hundred units to realize superior financial returns for
its shareholders by enhancing the value of its investment
real estate and by making opportunistic investments in

new rental and development properties.
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Financial

Highlights

The following table and graphs present the summary financial information for Winzen for the years ended

March 31, 2004, March 31, 2003 and March 31, 2002.

2004 2003 2002
Total Revenue S 13,264,426 S 15,434,521 S 14,279,450
Operating Income 1,313,608 3,258,023 1,317,934
Net Income 571,859 2,065,918 441,991
Net Income Per Share 0.06 0.21 0.05
Total Assets S 21,803,538 $ 21,843,084 S 17,759,814
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Report to Shareholders

Dear Fellow Shareholders,

We are pleased to present the Company's results of the year ended
March 31, 2004. It has been another successful year for Winzen. It is
the eighth straight year of profit from operations with total revenue of
$13.3 million and operating income of $1.3 million.

Last year's better results were influenced by the sale of the Maple
Avenue high-rise site, which was held for over twenty years by the
Company. The sale generated a profit of $1.07 million. In addition, 17
rental units from the Grande Regency were sold last year resulting in a
profit of $0.9 million. The two transactions combined to increase profits
significantly higher on a one-time basis last year.

We continued to successfully maintain the pace of residential
development. The 68-unit Sheldon Point by the Creek project was
completed in June 2003 and the closing of the remaining 37 units
occurred by the year end. In addition, 12 homes in the Manors of Everett,
four in Silver Brooke, six in Applewood Orchards and the last Grande
Regency unit were sold in the year. The Westway apartment building
continued to provide increasing revenue. In general, operating results
from the apartment investments were better this year, with less ongoing
repair and upgrade costs in the year.

The purchase of Applewood Orchards, the 75-lot single family home
subdivision in Burlington, closed later than expected in December
2003, due to the vendor’s later completion of the site servicing. Sales
were less than projected during the year due partly to the late closing and

external marker factors. Sales were strong from the last quarter to-date

and another thirty homes are now sold and will close by September

2004. At Millcreek by the Grand in Cambridge, the Company completed

a model in April 2004 and is starting to build the first phase of the
73-townhouse development. The final two homes were sold and closed
after the year-end in the Manors of Everett and another nine homes were
sold in the Silver Brooke subdivision, with scheduled closings after the
year-end.

We continue to achieve growth from development cash flow
established in the last few years, along with steady revenue from
properties. We are focused on our strategy of continuing to increase
our level of development activity of small residential development
projects. We acquired a 49-unit townhouse site in Brantford, Ontario
in June 2004, as part of this strategy. We are confident of ongoing
steady demand in the markets we operate in for future sales. With our
prudent management and sound financial condition, we expect that
the Company will continue to maintain or exceed the current level
of profitability in 2005. Going forward, our priority is to continue to
acquire new development sites and add to our investment portfolio to
balance our development activities whenever an opportunity to acquire
a property for value enhancement arises.

The significant achievements of the past year would not have been
possible wicthout the dedication of our employees and the support of our
building trades. On behalf of the Management Board of Directors, we

would like to thank them for their continued support.

N C ERE LY
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Victor Zenkovich

Chairman

Brian Zenkovich
Chief Executive Officer and Secretary
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Raymond Zenkovich
Chief Operating Officer

a——

-~

A, it s RO . A . ..



Management Discussion

and Analysis

These management comments on the financial condition of the Company
and results of operations for the two years ended March 31, 2004 are che views
of management and should be read in conjunction with the consolidated

financial statements including refated notes in this 2004 Annual Report.
Company Highlights for Fiscal Period Ending March 31, 2004

Overview
+ The Company's real estate sales revenue decreased to $10.7 million
from $11.6 million in 2003 with 60 units closed in 2004. Seventy-

two units closed last year.

+ Winzen's operating income decreased to $1.3 million, compared
with $3.3 million in 2003. Last year was higher primarily due to the
land sale of the Maple Avenue property and 17 rental condominium

units sold in the Grande Regency.

+ Renral operartions revenue decreased to $2.37 million from $2.44
million due to the sale of condeminium unics that had been rented in

the Grande Regency.

Real Estate Sales
« The Sheldon Point by the Creek project significantly contribured to
revenue, with $6.8 million dollars in sales revenue for the 37 units

that closed in the year. The 68-unic project had 31 units close last year.

+ The Company completed the sale of 12 homes in The Manors of
Everett by March 31, 2004 for revenue of $1.5 million. The last two

sales of the project closed after the year-end.

+ The Company sold the last condominium unit it owned in the Grande

Regency during the year.

+ The Company closed six homes in the Applewood Orchards

subdivision for total revenue of $1.6 million.

+ At Silver Brooke, four homes were sold and closed for $665,000
during the year.

Rental Properties
+ Rental properties decreased to $9.2 million from $9.6 million mainly due

to annual amortization and from the sale of the one Grande Regency unit.

+ The Kennedy Road property gross income increased by 1.3% in the
year to $437,170. The largest rerail space of 6600 square feet was
rented during the year for 10 years with chree months of free rent
given to the new tenant. Markert rents continue to support buile-in
lease escalations for both the retail and industrial space, supporting
continued revenue growth. High renovation costs for the new tenant
and a new roof on one building significantly increased repairs and

maintenance costs, reducing net income for the year.

+ At the Westway property, rental income of $1.14 million in 2004
was only 1.1% higher than in 2003. A total of 46 units turned over
during the year, up from 28 units last year. Rents started to reach a
market ceiling, resulting in no increase in rent on annual renewals.
Operating income at $268,115 was up by 14.5% from last year due to

lower repairs and maintenance on improvements.

« At the 837 Queenston Road property, gross income increased to
$727,481 from $719,376. Net operating income decreased mainly

due to higher urility costs.

Property Development

The amount of properties under development increased significantly
to $11.1 million from $7.6 million primarily due to the closing of the
Applewood Orchards property for six million dollars. The description of

each property is as follows:

+ At the 73-unit rownhouse project, Millcreeck by the Grand, in
Cambridge, Ontario, the Company completed all servicing of the
site other than electrical during the year. Three models were started
and completed just after the year end and nlarketing of the units

commenced.

+ The Company signed an agreement in August 2002 to acquire, for six
million dollars, a 75-lot single-family site in Burlington, Applewood
Orchards. This purchase closed in December 2003. At year-end the
Company had several sold houses and models under construction
with 69 lots remaining for a total of just over seven million dollars in

development costs at year-end.

+ In October 2002, the Company with its 50% Everett partner signed
an agreement to acquire Silver Brooke, 33 serviced esrate lots north
of Everett for $1.8 million. During the year the second phase of 23
lots closed in December 2003. At year-end the Company had sold




houses under construction and a finished model for a total cost in the

remaining 29 lots and homes of $965,485.

+ The Company acquired a 50% interest in a 95-acre farm in the town
of Colgan a small cown north of Toronto for an amount of $257,094.
It is the intention of the partnership to attempt to rezone the land for

development at a future date.

+ A 50% interest was acquired in two lots with an option to acquire
more lots in the subdivision of Vista Ridge near Shelborne, Ontario.
The Company will build a model in the next fiscal period to sell

homes on the lots on which it holds an option.

+ Acyear-end, two sold houses were under construction at the Manors
of Everett and one further lot and excess land were held for future

development of the site, for a toral cost of $194,119.

Company Outlook for the Fiscal Year Ending March 31, 2005

Overview
+ Winzen expects its cash low from operations to continue at a greater

or equal level to the current year.

+ Management has a high level of confidence in reporting continued

positive earnings in 2005.

Real Estate Sales

+ Applewood Orchards will contribute significantly to revenue, with
over $10 million dollars in sales expected from approximately 40
home closings in the project. The majority of these homes have
currently been sold and are now under construction. The remaining
homes in the 75-lot subdivision are expected to be sold and closed

after the 2005 year-end.

+  Millcreek by the Grand construction starced after the year-end. Itis
expected that approximately 20 closings in the first phase will occur
during the year wich the majority of units selling and closing after the

March 31, 2005 year-end.

» The Company will realize the revenue from the sale of the last two
homes in the Manors of Everett project in the year. At che time of this

report, these two homes have been closed.

+ The Company expects to complete the sale of 12 homes in Silver

Brooke in 2005. Nine homes were sold at the time of this report.

Rental Properties

+ Revenue from rental properties will continue to increase moderately
in 2005 from normal course increases. The Company will follow
the practice of incurring a high level of repair and upgrade costs,
reducing current earnings but increasing the long-term revenue
and profit potential for these properties. Increasing utility costs and
residential market rent conditions will continue to impact the level of

earnings.

Property Development

+ Millcreek by the Grand — At the 73-unit townhouse site, construction
started after the 2004 year end and it is expected that some sales will
close by March 31, 2005. Construction is planned in three phases.
It is expected that the majority of closings will occur after March 31,

2005 based on projected sales and construction dates.

+ In June 2004, the Company closed a 49-unit site plan approved
townhouse site in Brantford, Ontario. Building permits have been
applied for at the site by the Company. Servicing of the site is
expected to start in weeks followed shortly thereafter by construction
of sales models. Sales of units are expected to commence in October
2004 and construction of this project is expected to starr after the

March 31, 2005 year-end.

+ The Company is reviewing purchase opporcunities of development
and investment real estate properties on an ongoing basis. The
Company seeks to acquire investment properties that can be better
managed and improved to achieve higher revenue growth and
returns. Development sites of less than 100 units for low rise are the

ongoing focus of the Company’s acquisition strategy.

Company Operations

WinzeN is a holding company, which, through its subsidiaries, carries
on the business of development and acquires and holds rental properties for
investment. The primary subsidiaries are Winzen Corporation Limited,
which holds the majority of the Company’s rental real estate and WinzeN
Real Estate Limited, which is the operating company for fee-generated
income from management and commission services. Development

projects are builr utilizing different subsidiaries for each project.

Attt _semat. ool e stiinesli.
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Development
The Company participated as an investment partner in a number of
construction projects throughout the greater Metropolitan Toronto
area in the 1970’s. In the late 19807, it began to develop on its own.
The Company has a 19-year history in developing residential
properties in the Burlingron area. One small commercial property was
also built in this period. The Company’s two chief officers have directed
the Company over this period in its developmenr activities. Acting as
the general contractor, the Company contracts the trades necessary ona
project basis, along with internal staff required. The focus will continue
to be on developing multiple smaller residential projects of berween 50 to
100 units thar offer a good profit margin and a shorrer turnaround time.
This strategy helps to manage development risk along with diversifying

geographically, beyond Burlington in the Greater Toronto Area.

Rental Operations

The Company has acquired rental properties to provide a steady source
of revenue. Rental properties are managed directly by the Company. The
stable revenue from rental operations balances less predictable revenue
fHow from development properties, which is generated from sale closings.
Moderate income growth is expected from rent increases, and decreases
in interest expense as debe is repaid. The Company seeks to add to its
rental portfolio properties that offer steady revenue growth and furure

appreciation,

Property Management

The Company has a long history of managing commercial, industrial
and residential properties for others for a fee. In addition to the monthly
management fee, the Company earns fee income from arranging
mortgage financing and commission income for securing a tenant for the
owner. This has provided the Company with a stable source of income.
In addition, managing different types of properties in different locations
has enabled the Company to keep abreast of current developments in
different real estate markets. Itis expected the management fee revenue
will continue to decrease as the Company focuses on acquiring and

developing its own properties.

Brokerage

The Company acts as a broker for itself and irs existing clients in the
purchase and sale of properties. Two officers of the Company are
real estate brokers. In the current real estate marker, the earning of
commissions is more difficult as the listing brokers are co-operating less

in the sale of high quality investment properties due to a shortage of

supply. Winzen does not actively pursue the listing of properties for
sale. The Company lists individual condominium units or homes for
sale for itself and its management clients on an ongoing basis. Winzen
continues to seek out suitable properties for investment utilizing its
brokerage abilities. While the brokerage ability is of great importance
to the Company internally, commission income from third parties is

expected to remain at an insignificant level.

Properties Held for
Development and Resale

0 The Manors of Everett, Everett

The Everett property was acquired in October 1997 for $275,000.
Servicing was completed in the spring of 2001 on part of the property
for 47 homes. During the course of this year, twelve sales were closed.
Two homes were sold and closed subsequent to the year-end. Forty-
six homes have now been sold and one lot remains unsold as an entry
point into excess land held for future development. The excess land is
just under 50 acres, The Company has a 50% interest in the property.
Everett is a small town just west of Alliston, one hour north of Toronto.
Driving distance to the western border of Alliston is approximately
seven minutes. Alliston is experiencing solid growth due to the trend
of strong growth north of Toronto and the influence of the Honda plant
on the local economy.

The value of the undeveloped remaining land would increase
significantly with the approval of a communal sepric system by the
various governmental agencies, allowing a second phase of 50 to 80 lots
to proceed. It is expected that the process of rezoning the excess land

will take place in future with no guarantee of a favourable outcome.

é» Millcreek by the Grand, Cambridge

The Millcreek property is a 73-unit townhouse site in Cambridge,
Ontario. The property is located in the core of the former town of )
Galt, which is now part of Cambridge. The Region of Waterloo and the
City of Cambridge have a program to waive all development charges and
permit fees in the core area to encourage development. The property was
purchased for $1.5 million in September 2002, consisting of $500,000
in cash and a $1 million two-year vendor take back mortgage with no

interest in the frst year. During the year, servicing commenced on




the site and a model home was completed after the year-end. A full
marketing campaign commenced on completion of the model and the
first of three phases is now under construction. It is expected thar it

could take up to twenty-four months to sell out the entire project.

& Silver Brooke Estates, Lisle

This estate subdivision of 33 large lots of over an acre was acquired in
Ocrober 2002. Closing of the property took place in January 2003 and
a second phase closed in December 2003. The lots back onto or front a
proposed nine-hole golf course che vendor is developing. The lots were
purchased on a serviced basis for $55,000 per lot. The vendor provided
a mortgage of 75 percent for three years with no interest in the first year.
The Company had one model at year end and a number of sold homes
under construction. Four units were closed in the year and another nine
were sold and scheduled to close after the year-end. It is expected that

homes will continue to sell at the rate of one per month.

éer Applewood Orchards, Burlington

In August 2002, the Company signed an agreement to purchase 75
serviced single-family house lots for six million dollars. Closing took
place only in December 2003 due to the vendor’s late servicing of the
property and final approvals from che city taking much longer than
expected. A $4.5 million vendor take back mortgage of three years wich
no interest in the first year was given, with the balance of the purchase
price in cash. The Company built a model home on the property and is
marketing the property as Applewood Orchards. Six homes were sold
and closed in the current year. It is expected, based on current sales

levels, that the project will be sold out by the summer of 2005.

& Longueuil, Quebec
The property in Longueuil consists of residential single-family home
lots that were zoned in the mid 1970s. The property was formerly
in St. Hubert prior to the amalgamation of the Monrtreal South
Shore communities. In 1978, the government of Quebec declared an
Agricultural Protection Zone along the St. Lawrence River and the
property fell within this zone. The property is located on the south
shore of the Montreal urban area. The City of Longueuil is connected
by subway ro downtown Montreal. The federal government opened a
space agency in St. Hubert adjacent to the St. Hubert Military Airport
that has stimulated economic activity in recent years.

Currently, farmers are leasing the property for the amount charged
in property taxes for which they receive a tax rebate from the provincial

government. The Company does not actively pursue oppertunities to

apply for a zoning exemption as it expects to be approached by local
developers if demand exists for development. The Company believes
Longueuil will be better able to facilitate future expansion from
Montreal for future residential or industrial demand for the property.
It is uncertain when a zoning exception may be possible to achieve and is

contingent on future economic demand for the area.

Rental Properties

% 416 The Westway, Etobicoke

The apartment building at 416 The Westway was acquired in February
1999 and closed, on July 8, 1999. The price was $52,750 per suite for a
total of $5.38 million. There is a first mortgage on the property in the
amount of $4.18 million, at the rate of 6.65%, maturing August 1, 2009.
The property is a nine-storey high-rise containing 102 units. There are
35 one-bedroom aparrments, 52 two-bedroom apartments and 15 three-
bedroom apartments.

The property had gross rental and laundry revenue of $1.14 million
for 2004. The Company anticipates that annual net earnings will not
increase and may be lower in the near future due to lower allowable
provincial rent increases, marker rents achieved on turnover no longer

being higher than current rents and escalaring utility costs.

#& 837 Queenston Road, Stoney Creek

The apartment building at 837 Queenston Road was acquired in 1988
for a price of $27,000 per suite, for a total of $2,349,000. The property
is a nine-storey high-rise containing 87 units. The Company has a
CMHC insured mortgage at 6.4% for $2.32 million on che property due
September 1, 2018.

The property generated gross rental and laundry revenue of $727,481
for the year ended March 31, 2004. The operating expenses for the
building were higher than the prior year primarily due to utility costs.
The cash flow decreased due to higher expenses. It is expected that net

earnings will not increase in the near future for the same reasons noted at

the 416 The Westway building.

é& 144 Kennedy Road South, Brampton
On June 18, 1998, the Company purchased the above property for the price
of $1,625,000. The property consists of 2.32 acres, improved with two
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buildings of similar size, totaling approximately 41,000 square feet. The
front building has commercial tenants and the back building has light
industrial use renants.

There was significant turnover this year with the largest rerail unit
of 6600 square feet re-leased for a ten-year period. With built-in lease
escalations and re-leasing, the Company expects net operating income
before debr service to conrinue to increase at a steady rate. Marker
rents remained stable at approximately $12 per square foot for the retail
space in the front building and $5.5 per square foot in the rear industrial
building. The demand for space continues ro be strong in the Brampron
area, with continued low vacancy expected in future years. The first
mortgage was refinanced after the year-end in the amount of two million
dollars at a floating rate of interest of currently 4.75%. The previous

mortgage was at a rate of 8% interest.

% 303 King Street West, Toronto

The property is a three-storey building located on a busy restaurant
block on the south side of King Street and west of John Street. This
area is being revitalized with new condominiums and loft conversions
occurring to the west and south of the property. The area is referred
to as the “Bntertainment District” and is a major attraction for tourists
and local residents. The current tenant leases the entire property for a
restaurant at a net rent of $100,000 per annum. The property has a
first mortgage with a private lender, ending July 2004, at a rate of eight

percent. The Company has a 50% interest in this property.

% 30 Algie Avenue, Etobicoke

This 3,500 square foot industrial building was acquired for the head
office of the Company in October 1997 for a price of $318,000. The
Company has a private first mortgage on the property for $185,739. The
mortgage has been extended to November 2006 ar 6.5% interest. The
property is located south of the Queensway near Kipling and just east
of Hwy 427, near Toronto Airport. Itis an area of industrial buildings
with some residential properties still remaining on the street. Queensway
has had significant improvement in the last four years as larger retail
development has taken over from existing industrial uses. The building

continues to meet the Company's needs for office space.

Liguidity and Capital Resources
CAPITAL STRUCTURE

The Company'’s capital structure is summarized as follows:

2004 %
516,193,500 | 74
5700048 | 26

521908538 | 100

Mortgages and other borrowings

Shareholders' Equity

2003 | % -

Mortgages and other borrowings $ 16,705,895 76

5,138,089 24

$ 21,843,984 | 100 |

Shareholders' Equity

Mortgages and Other Borrowings

Mortgages payable and other borrowings generally represent property
specific debt where recourse is limited to the underlying asset. In
addition, certain mortgages and other borrowings are secured by the

covenant of the Company and its officers.

Credit Facilities

The Company had $600,000 of short-term operating lines of credit
available to meet short-term operating liquidity requirements. At year-
end, the operating line facility was utilized only to provide letters of
creditin the amount of $204,075 for construction projects. Development
project credir facilities for construction are secured with the Company'’s
lenders at the beginning of construction of a project and made available
at certain pre-sale levels. The Company had a construction loan facility
for two million dollars for Applewood Orchards at year-end, which was
not being utilized. It also had a $500,000 construction loan facility for
the Silver Brooke subdivision of which $98,831 was being utilized at

year-end.

Shareholders’ Equity
The Company is capitalized with a debt to capitalization ratio of 2.8:1.
This ratio is high due to debt being raised on the market values of assets

and assets recorded at depreciated historical costs.




Dividends
The Company’s current intention is to retain the balance of earnings for
development or investment properties. Asaresult, itis not expected that

dividends will be paid on common shares into the foreseeable future.

Liquidity

For the year ended March 31, 2004, net cash out flow from operations
totaled $2.6 million as additional properties were acquired and
developed. Overall, the Company decreased its cash by $1.9 million.
By increasing mortgages payable on renewals, the Company will reduce
its overall cost of capital and maximize returns earned by the common
shareholders, while continuing to maintain a leveraged balance sheet.
The Company has sufficient sources of liquidity in the next 12 months
to fund planned capital expenditures and tenant improvements, as well as

to service its debt.

Risk Management

The Company is exposed to a number of risks in the normal course of its

business operations.

Industry and Market Risk

The Company, as an owner of residential and commercial properties,
faces risks associated with the real estate industry. Risk factors include
general and local economic conditions, the financial condition of
potential purchasers, the financial condition of renants, trends in the
retail industry, the ability to lease space, the ability to secure economic
net rents, the availability and cost of financing and environmental risks.
Risk inherent in the portfolio is mitigated by focusing investment efforts
in properties located in the Greater Toronto Area where management
has knowledge and expertise and by diversifying investments in
properties to reduce renting and economic risks. The Company
manages the risk arising from lease maturities by managing lease terms
for low exposure in any single year. The Company also ensures that it
has minimal exposure to any single tenant and thus is not dependent on

the operating performance of any one tenant.

Acquisition and Development Risk
The Company will focus on the acquisition of residenrial development

properties in markets in the Greater Toronto Area or investment

properties that provide value enhancement opportunities. Such
acquisitions will be completed only if the returns add net asset value
to the Company. The risk of not achieving expected returns following
acquisitions is mitigated by a comprehensive due diligence program
prior to commitment. The Company’s development projects have
historically focused on the development of mid-market residential
properties. Residential construction will only be undertaken where
there are pre-sales at levels which enable construction financing to be
put in place. Servicing may be started on properties using available
funds where the Company believes pre-sales are highly likely or at
levels close to enable construction financing to be pur in place. Risks
associated with these projects are managed by aggressively negortiating
and monitoring construction contracts and ensuring purchaser credit

risk is minimized.

Environmental Risk

The Company has policies and procedures in place to help minimize
losses arising from potential environmental exposure. The Company
exercises high standards of due diligence when acquiring properties. To
the best of management’s knowledge, the Company's owned properties

are free from material environmental risks.

Forward-Looking Statements

In various places in the Management’s Discussion and Analysis
there are forward-looking statements reflecting management’s
current expectations regarding future economic conditions, results of
operations, financial performance and other marters affecting the
Company. Forward-looking statements include information regarding
possible or assumed future results or transactions as well as statements
preceded by, followed by or that include the words "believes”, “expects’,
“anticipates”, “estimates’, “intends” or similar expressions. Important
facrors, in addition to those discussed in this document, could cause

those results ro differ marterially from rhose expressed in any forward-

looking statements.
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Management's Report

The accompanying consolidated financial statements of WinzeN
Properties Inc. have been prepared by and are the responsibility of
the Company’s management. The consolidated financial statements
have been prepared in accordance with Canadian generally accepred
accounting principles and contain estimates based on management’s
judgment. Management maintains a system of internal controls adequate
to provide reasonable assurance that transactions are authorized, assets
are safeguarded and proper records are maintained.

The Audit Committee is composed of three members, the majoriry
of which are outside directors. The Audit Committee meets with
management and the Company’s auditors, Moore Stephens Cooper
Molyneux LLP, to review the financial statements before they are
presented to the Board of Directors for approval.

Moore Stephens Cooper Molyneux LLP have examined these

consolidated financial statements and their report follows,

P~ e

Brian Zenkovich
Chief Executive Officer

Raymond Zenkovich
Chief Operating Officer

Auditors’ Report

To the Shareholders of Winzen Properties Inc.

We have audited the consolidated balance sheets of Winzen
Properties Inc. as at March 31, 2004 and 2003 and the consolidated
statements of operations and rerained earnings and cash flows for the
years then ended. These consolidated financial statements are the
responsibility of the Company’s management.

Our responsibility is to express an opinion on these inancial statements
based on our audits.

We conducted our audits in accordance with Canadian generally
accepted auditing standards. Those standards require that we plan
and perform an audit to obrain reasonable assurance whether the
financial statements are free of material misstatement. An audic
includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significanr estimates made
by management, as well as evaluating the overall financial statement
presentation.

In our opinion, these consolidated fnancial statements present
fairly, in all material respects, the financial position of the Company as
at March 31, 2004 and 2003 and the resules of its operations and its cash
flows for the years then ended in accordance with Canadian generally

accepted accounting principles.

oo Shptees oo s 107

Moore Stephens Cooper Molyneux LLP

Chartered Accountants

Toronto, Onrario

June 3, 2004




Consolidated Financial Statements

CONSOLIDATED BALANCE SHEETS
March 31, 2004 and 2003

2003

2004
Assets
Rental properties (note 2) S 9,176,581 S 9,622,380
Properties held for development and resale (note 3) 11,12@,835 7,557,075
Investment ‘in Ville de Longueuil properties (note 4) 414,659 414,659
Cash and carsh equivalents 43%,737 2,331,960
Marketable securities 156,350 107,125
Receivables and dther assets (note 5) 606,376 1,810,785
§ 21903538 | $ 21843984
Liabilities
Rental propérty financing (note 6) S 8,417,678 ) 8,712,619
Constructioﬁ financing (note 7) 5,907,080 4,369,607
Accounts péyabié and accrued liabilities 1,038‘,359 1,379,991
Income taxes payable 62,200 778,200
L.cans payable (note 10) — 582,812
Purchasers' deposits 300;293 342,666
Future inconﬁe ta*es (note 1) 468,000 540,000
| $ 16193590 | § 16705895
Shareholders' equity
Share capital (note 9y 2,227,454 2,227,454
Retained ear"nings 3,482,494 2,910,635
5700048 | 5138089
$ 21903538 | $ 21843984
The accompanying notes are an integral part of these consolidated financial statements.
A pPROVETD BY T HE B oarop
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CONSOLIDATED STATEMENTS OF OPERATIONS AND RETAINED EARNINGS
For the years ended March 31, 2004 and 2003

The accompanying notes are an integral part of these consolidated financial statements.

2004 2003
Revenue
Real estate sales ‘ 10,719,460 11,636,833
Rental operations (note 2) | 2,367,978 2;436,800
Land sales - 1,200,000
Property management 70,993 79,934
Interest and other 105,985 75,949
Commission - 5,005
13064426 | 15,43-;1.,521 .
Expenses
Cost of real estate sales 8,964,212 8,994,502
Rental operations (note 2) 1,901,174 1,821,385
Cost of land sales — 129,526
Administrative and general (note 10) 918,965 973,011
Selling and operating 151,104 222,217 .
Other interest 15,363 35,857
11950818 | 12,176,498
Operating income 1,313,608 3,258,023
Amortization of rental properties and other capital assets (873,518) (417,263)
Amortization of financing fee (46,822) (58,536)
Loss on marketable securities (15,409) (57,683}
income before income taxes 877,859 2,724,561
Provision for large corporations tax 20,000 16,843
Provision for current income taxes 358,000 777,800
Provision for (recovery of) future income taxes (72,000) (136,7000) |
Provision for income taxes (note 1) 306,000 £58,643
Net Income for the year 571,859 2,085,918
Retained earnings, beginning of year 2,810,635 844,717
‘Retained earnings, end of year 3,482,494 S2910635
Net income share - basic 0.06 $ 0.21
Weighted average common shares outstanding - basic 9,644,100

9,644,100




CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended March 31, 2004 and 2003

2004 2003
Cash flow from operating activities
Net income for the year S 671 ,859 $ 2,065,918
items not affecting cash:
Future income taxes (72,000 (136,000)
Amortizatfon of rental properties 373,518 417,263
Amortization of financing fees 46,822 58,536
Write-dowh of marketable securities 15,409 57,663
Funds from éperations 935,608 2468880
Change in nc;n-cash operating working capital items
Recovery 6f costs from sale of properties held for development and resale 8,964,211 7,221,355
Additions fo properties held for development and resale (11 ,6% 7,003) (12,566,452)
Receivables | 75,844 5,927
Other assets 126,308 (71,984)
Purchaser%' depbsits (42,373) 247,791
Income taies payable (?1\6,000) 772,054
Accounts bayab‘le and accrued liabilities (3;11 ,631) 500,803
2615038 | (1,427,128
Cash flow from investing activities
Recovery of ‘book value from sale of rental properties 78,281 1,875,603
Issue of morfgages receivable ~ - (48,290)
Repayment c;f mortgages receivable 41,467 815,928
Net (investment in) proceeds from marketable securities (58,634) 94,989
T 61,114 | 2738230
Cash flow from financing activities
Proceeds from construction financing 6,661 261 2,992,028
Repayment of construction financing (5,063,808) -
Proceeds from rental property financing , - 1,188,805
Repayment on renial property financing (2é4,941) (3,583,424)
(Repayment of) pfoceeds from loans payable (552,813) 36,085
Financing feés paid “ - (1,000)
""""""" 650609 | 632,504
(Decrease) increase in cash (1,894,223) 1,943,608
Cash and cash equivalents, beginning of year 2,331 ,960 388,352
Cash and cash equivélents, end of year S 437,737 S ------ 2831960

The accompanying notes are an integral part of these consolidated financial statements.




Notes to Consolidated

Financial Statements
MARCH 31, 2004 and 2003

1. SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation
These financial statements include the consolidated accounts of
Winzen Properties Inc. (formerly Winzen International Inc.) (“the
Company”) and all its subsidiary companies, except WinzeN Land
Corporation Limited (see note 4) and are prepared in conformity wich
Canadian generally accepted accounting principles ("GAAP”) and are
substantially in accordance with the recommendations of the Canadian
Insticute of Public and Private Real Estate Companies (“CIPPREC").

The Company has adopted a new CIPPREC standard that requires
the use of funds from operations calculation, versus traditional cash
flows from operations calculation. Funds from operations are defined
as net income before certain items including non-cash tax expenses and
amortization. As a result, this amount has been included as a separate
line on the consolidated statement of cash flows.

All the subsidiary companies are wholly-owned, except for a minority
interest consisting of 2,050 Class B preference shares of the outstanding

capital stock of Winzen Real Estate Limited.

Revenue Recognition

Revenue from rental properties is recognized when the Company takes

possession and has assumed the benefits and risk of ownership of the

propertiés. Rental revenue includes rents, parking and other revenue.
Revenue from properties held for development and resale is

recognized on the closing date of a sale, when all conditions of the

purchase agreement have been met, the purchaser has taken possession

and there is reasonable assurance to collect the outstanding amount.

Cash and Cash Equivalents

Included as cash equivalents are funds invested in money market mucual
funds and redeemable Guaranteed Investment Certificates ("GIC’s").
$279,480 of GIC's are being held as security for certain letters of credit

issued to the Company.

Marketable Securities
Markerable securities, made up of investments in public company shares,

are carried at the lower of cost and marker value. As at March 31, 2004

and 2003 the cost of these investments exceeded their fair marker values

and accordingly chese assets have been written down to market.

Rental Properties

Rental properties held for investment are carried at the lower of cost

less accumulated amortization and net recoverable amount. Cost

includes all amounts thart relate to the acquisition and improvement

of properties. A write-down to estimated net recoverable amount is

recognized when a property’s undiscounted furure cash flow is less than

its carried value. Projections of furure cash flow rake into account the

specific business plan for each property and management’s best estimare |
of the most probable set of economic conditions anricipated to prevail in

the market. (Legal titles to certain rental properties are in the names of
wholly-owned subsidiaries of the Company, acting as

trustees.) Amortization is provided as follows:

| Buildings 4% declining balance

Other capital assets Various rates between 20% and

30% declining balance

Properties Held for Development and Resale

Properties held for development and resale are recorded at the lower of
cost and net realizable value. Cost includes all direct development caists,
property taxes, finance costs, applicable administration costs net of

miscellaneous revenue earned during development.

Future Income Taxes

The Company has adopted the asset/liability method of accounting
for future income taxes, whereby future income tax liabilities are
determined by applying the enacted or substantially enacted income
tax rate at the end of the year to temporary differences between the

accounting and tax bases of the Company's assets and liabilities.

Equity in Joint Ventures

As a parricipant in joint ventures, the Company is jointly and severally
liable for the liabiliries of the joint ventures. However, the Company has
recourse to all the assers of the joint ventures to the extent it is called
upon for more than its proportionate interest. The Company does not
account for its joint venture interest in Sonva Developments using the

proportionate consolidation basis (see note 4).




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - MARCH 31, 2004 AND 2003
-

1. Significant Accounting Policies (continued)

Use of Estimates

The preparation of financial statements in conformity with Canadian
generally accepred accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities ar the
date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual resules could differ

from those estimates.

Reclassifications
Certain amounts from the prior year have been reclassified to conform

to the current year’s financial statement presentation.

Net Income Per Share

Basic net income per share has been calculated based on the weighted
average number of common shares outstanding during the year. Fully
diluted net income per share information has not been provided as the
Company has no dilutive instruments outstanding for the years ended

March 31, 2004 and 2003.

Future Accounting Policy Changes

The following future accounting policy changes may have an impact on
the Company’s consolidated financial statements, although the impact,
if any, has not been determined at chis time.

In March 2003, the Canadian Institure of Chartered Accountants
("CICA") issued Handbook Section 3110, “Asset Retirement
Obligations”, effective for financial statements issued for fiscal years
beginning on or after January 1, 2004. Section 3110 addresses the
recognition and re-measurement of obligations associated with the
retirement of a tangible long-lived asset. This standard provides that

obligations associated with the retirement of rangible long-lived assets

be recorded as liabilities when those obligations are incurred, with the

amount of the liability initially measured at fair value. These obligations
are capitalized to the book value of the related long-lived assets and are
depreciated over the useful life of the related asset. It is not expected
that Section 3110 would have a marterial impact on the consolidared
financial statements of the Company.

In June 2003, the CICA issued Accounting Guideline ("AcG")
15, “Consolidation of Variable Incerest Entities” (AcG 15), which is
effective for fiscal year 2005 and provides guidance for applying the
principles in Handbook Section 1590, “Subsidiaries”, to those entities
defined as Variable Interest Entities (“VIEs”) and more commonly
referred to as Special Purpose Entities (“SPEs"), in which either the
equity at risk is not sufficient to permit that entity to inance its activities
without additional subordinated financial support from other parties,
or equity investors lack either voting control, an obligation to absorb
expected losses, or the right to relieve expected residual recurns. AcG 15
requires consolidation of VIEs by the Primary Beneficiary. The Primary
Beneficiary is defined as the party who has exposure to the majority of
a VIE's expecred losses and/or expected residual recurns. The impact of
AcG 15 on the Company’s consolidated financial statements, if any, has
not been determined at this time.

In July 2003, the CICA issued handbook section 1100, “Generally
Accepted Accounting Principles”. The section establishes standards for
financial reporting in accordance with Canadian GAAP, and provides
guidance on sources to consult when selecting accounting policies and
determining appropriate disclosures when a matter is not dealt with
explicitly in the primary sources of Canadian GAAP. The Company will
implement the new section prospectively beginning on January 1, 2004.
Due to the prospective nature of this change, there is no impact on the
Company's consolidated financial statements as of the implementation
date; however, the standard will require the Company to record
income arising from tenant leases and amortization on buildings on a

straight-line basis.




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS -

2. RENTAL PROPERTIES

-

]

MARCH 31, 2004 AND 2(%03

Net Book Value

2004 416 The Westway 837 Queenston Rd. 144 Kennedy Rd.  Other Properties Total
Cost S 5,559,557 S 3,738,065 S 1,801,032 § 1,075,287 §$ 12,263,941
Accumulated amortization (08,000) (1865032 (see661) (56.577) (3,093,360)
S 4.654,467 $ 2173033 S 1,524,371  § 818,710 S 9,170,581
2003
Cost $ 55628914 $ 3734350 $ 1,891,032 $ 1,184,687 $ 12,372,983
Accumulated amortization (735,576) {(1,478,825) (303,146) (233,056} (2,750,603)
S 4827338 § 2255525 S 1,587,886 S 951,631 $ 9,622,380
Operating Resuits
2004
Gross income S 1,142,047 S 727,481 % 437,170 S 612860 $ 2,367,978
Expenses
Utilities 258,606 185,827 23,392 - 467,825
Repairs and maintenance 90,107 59,949 180,779 1,218 332,053
Property taxes 196,655 126,323 76,335 513 399,826
Mortgage interest 277,919 144,641 121,897 38,776 583,233
873,932 570,416 416,858 39,968 1,901,174
Operating income S 268,115 § 157,085 S 20,312 S 21,312 $ 466,804
2003
Gross income S 1,129,721 § 719,376 S 431,436 S 156,267 S 2,436,800
Expenses
Utilities 251,247 153,949 26,124 $ 80 431,400
Repairs and maintenance 111,162 61,341 35908 $ 38,943 247,444
Property taxes 203,055 119,653 43,022 S 14,832 380,562
Mortgage interest 282,862 148,173 124,164 $ 54,258 609,457
895,661 532,135 244852 § 148,737 1,821,385
Operating income $ 234,060 S 187,241 S 186,584 S 7530 $ 615,415
w i N z E N P R P E R T | E | N C 17



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - MARCH 31, 2004 AND 2003
.

3. PROPERTIES HELD FOR DEVELOPMENT AND RESALE

2004 2003
Acquisition, development and construction costs relating to 37 units in Sheldon
Point townhouse condominium located in Burlington, Ontario. S - S 4,858,673
Acquisition, development and construction costs related to three Manors of
Everett residential lots and two single family homes located in Everett, Ontario. 124,119 573,470
Acquisition and development costs relating to Milicreek, the 73 townhouse
condominium site in Cambridge, Ontario. 2,623,278 1,693,648
Acquisition and construction costs relating to remaining 29 single family home
lots at Silver Brooke in Everett, Ontario. 965,485 327,638
Acquisition and construction costs relating to 69 single family home lots at
Applewood Orchards in Burlington, Ontario. 7,026,820 203,746
Acquisition cost of the Company's 50% interest in a 95 acre farm in Colgan,
Ontario. 257,094 -
Acquisition cost relating to the Company's 50% interest in two lots in its Vista
Ridge Project. 63,039 -

$ 11,129,835 $ 7,557,075

Legal title to certain properties are in the names of wholly-owned subsidiaries of the Company
acting as bare trustees. During the year, $14,184 (2003 - $188,958) of interest has been capitalized in

properties held for development and resale.

4. NON-CONSOLIDATED INVESTMENT IN VILLE DE LONGUEUIL PROPERTIES

The Company’s subsidiary, Winzen Land Corporation Limited, and the Company's interest in Sonva
Developments (Joint Venture) have been excluded from consolidation and accounted for by the equity
method. These enrities, whose sole asset is an investment in land located in Ville de Longueuil, Quebec, have
been excluded from consolidation in order to provide a more informative presentation.

Pursuant to the provisions of Bill 90, which became effective November 9, 1978, the government of Quebec

declared certain lands in the province, which were previously zoned as residential be rezoned as agricultural. The

Company has previously written down its value in this investment to its estimated net realizable value.




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - MARCH 31, 2004 AND 2003
»

-

5. RECEIVABLES AND OTHER ASSETS

Receivables and other assets are comprised of the following:

2004 2003
Purchase deposits 3 3000 | S 922969 T moregage receivable in the amount of $30,000 (2003 - $71,467) is secured
Mortgages receivable 30,000 71,467 by one townhouse unit located in Burlington, Ontario and bears interest at
Due from officers 360,000 360,000 8% per annum. Amounts due from officers are non-interest bearing with no
Accounts receivable 74,888 150,73 Setrerms of repayment.
Deferred finance charges 11,706 58,528
Prepaid expenses 120,782 247,089
s 600376 | § 1810785

6. RENTAL PROPERTY FINANCING

2004 2003

First mortgage bearing interest at 6.65% per annum, secured by 416 The Westway and
maturing August 1, 2009. S 4176,184 | § 4,269,436
First mortgage bearing interest at 6.4% per annum, secured by 837 Queenston Road in
Stoney Creek, Ontario and maturing September 1, 2018. 2,263,328 2,320,533
First mortgage bearing interest at 8% per annum, secured by 144 Kennedy Road and
maturing June 8, 2004. 1,534,626 1,664,348
First mortgage bearing interest at 3.75% per annum, secured by a condominium unit
located in Burlington, Ontario. - 41,913
Mortgage payable bearing interest at prime plus 2% per annum, secured by a second
charge on a condominium located in Burlington, Ontario. - 40,000
First mortgage bearing interest at 8% per annum, secured by the King Street property
and maturing in July 2004. 257,801 282,503
First mortgage bearing interest at 6.5% per annum, secured by the Algie Avenue
property and maturing in November 2006. 185,739 193,886

S 8,417,678 $ 8,712,619

Certain of these loans and mortgages are additionally secured by a guarantee provided by certain shareholders

and officers of the Company.




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - MARCH 31, 2004 AND 2003
6. Rental Property Financing (continued) 3

The following annual payments of principal and

interest are required over the next five years in ’ ANNUAL MATURITY
PAYMENTS AMOUNTS
respect of these loans:
2005 S 650,008 S 1,775,230
2006 596,064 -
2007 588,624 155,412 The Company expects to renew all maturing
2008 573,744 _ debt under similar terms and condirions to those
2609 573 744 _ currently arranged.
2010 and thereafter 2,075,165 4,528,206

7. CONSTRUCTION FINANCING

2004 2003
“Vendor take back mortgage on the Millcreek - Cambridge

property bearing no interest in the first year, 6% in the second year. S - S 1,000,000
Vendor take back mortgage on the Silver Brooke - Everett property bearing no
interest in the first year, 4% thereafter, requiring payments of interest only and
maturing on January 20, 2007. 612,879 188,805
Bank construction loan (having a maximum of $4,260,000), bearing interest at
prime plus 1% on the Sheldon Point property. - 2,977,546
Bank construction loan (having a maximum of $450,000), bearing interest at
prime plus 1.25% on the Everett property. - 203,258
Bank construction loan (having a maximum of $500,000) bearing interest at prime
plus 1% secured by a demand collateral mortgage on the Silver Brooke property. 98,831 -
Vendor take back mortgage on the Applewood Orchard property bearing no
interest in the first year and interest at prime plus 2% in its second year and due
December 11, 2005. 4,140,000 -
Vendor take back mortgage on the Vista Ridge property bearing no interest in the
first year and 6% in the second year and due February 27, 2006. 55,350 -
First mortgage bearing interest at 8% on Millcreek property in Cambridge due
January 1, 2005. 1,000,000 -

S 5,907,060 $ 4,369,607

The principal payments required under the terms of the construction financing loans are as follows:

2005 $ 1,098,831
2006 4,195,350 The Company expects that loans pertaining to vendor take back morcgages
2007 ‘ ‘ 612 879 will be repaid as lots are sold such to discharge the lots from the vendor.

$ 5,907,060
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - MARCH 31, 2004 AND 2003
-
-~

8. BANK OPERATING LINES

The Company also has available bank operating lines (having a maximum of $600,000) bearing interest at prime
plus 1%, secured by a second mortgage on certain rental properties, and a first charge on certain development
properties, a general security agreement covering certain accounts receivable, a guarantee and postponement of
claim, a general security agreement and an assignment of Builders All Risk Insurance covering certain properties

held by the Company. A total of $204,075 of letters of credit have been secured by these bank operating lines.

9. SHARE CAPITAL

Authorized share capital is as follows: Issued and outstanding share capiral is as follows:

20.000.000  Common shares | Balance at March 31, 2002, 2003 and 2004 |

10,000,000 Class A Preference shares, with $10 par value

Number of Common Shares Value
10,000,000 {lass B Preference shares, with $50 par value e - - - i T e o
9,644,100 $ 2227454
10. RELATED PARTY TRANSACTIONS
Included in general and administrative expenses is management compensation in the amount of $321,000 (2003
- $432,000) paid to a company controlled by officers of the Company. During the year, the Company also paid
this related party $403,247 in recurn for this related party assuming loans payable by the Company of this same
amount.
11. INCOME TAXES
The Company's effective income tax rate has been determined as follows:
2004 2003
Income before income taxes $ 877,859 | § 2,724,561
Combined basic Canadian Federal and Provincial income tax at 36.1% (2002 - 38.1%) 316,907 1,038,058
Increase (decrease) resulting from:
Non-taxable portion of capital gain income (9,479) (341,531)
Large corporations tax 20,000 16,843
Reduction in statutory income tax rates (24,879) (44,274)
Other 3,451 (10,453)
$ 306,000 | $ 658,643
The future income tax liabilicy as at March 31, 2004 and 2003 results from the difference berween the
accounting basis and the tax basis of the rental properties.
W I N Z E N P R O P E R T I E S | N C 21




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS * MARCH 31, 2004 AND 2003
-

N

12. CONTINGENCIES

The Company and its subsidiaries are contingently liable under certain letters of
guarantee aggregating $732,184 (2003 - $1,213,637) as at March 31, 2004.
Also, at March 31, 2004 there are approximately $13,803 (2003 - $19,588) of

trust funds held in the Company's trust accounts for clients.

13. FINANCIAL INSTRUMENTS

Credit Risk

The Company is exposed to credit risk on the accounts and mortgages receivable.
In order to reduce its credit risk, the Company has adopted credit policies which
include the regular review of outstanding accounts receivable. The Company also
uses property as security for its morrgages receivable. The Company does not have

a significant exposure to any individual clients or customers.

Interest Rate Risk

The Company is exposed to interest rate risk with respect to its bank, construction
and property financing (and to a lesser degree, with its mortgages receivable). The
Company attempts to negotiate the best financing packages available at the time of
renewal of these debts, which, in certain cases, results in terms of debt having a low-

interest rate with a short maturity date. Should interest rates increase significantly

prior to the renewal date, the Company’s operarions would be negatively impacted

by the increased payments required on these debts.

Fair Value

The carrying amount of accounts receivable, bank loans, accounts payable
and accrued liabilities approximates their fair value because of the short-rerm
maturities of these items. The fair value of long-term debts is also fairly reflected by
the book values because the majority of these debts have been recently refinanced
and interest rates at which these debts could be currently refinanced are similar to

those in place.

14. SUBSEQUENT EVENTS

Subsequent to the year end, the Company signed an agreement to purchase
a forty-nine townhouse site in Brantford, Ontario, for a purchase price of
$1,058,000 and closed this purchase on June 25, 2004. The Company also
refinanced its Kennedy Road property with a new first mortgage of $2,000,000 at

a floating rate of prime plus 1%.
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